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IBRD Loan for State Railways of Ecuador 


The World Bank on November 1 signed a $600,000 
loan to Ecuador for repairs to the State Railways (Em- 
presa de Ferrocarriles del Estado). The loan will finance 
imports of spare parts, tools and materials, and eight 
petroleum tank cars; in addition, it will pay for the 
services of experts to assist in improving the administra- 
tive procedures of the railways. 

The loan is for a four-year period and will be amor- 
tized by semiannual installments from May 1959 to No- 
vember 1961. The rate of interest, including the 1 per 
cent commission provided for in the Bank’s Articles of 
Agreement, is 6 per cent. 

A German and a U.S. commercial bank are participat- 
ing in the loan to a total equivalent to $118,000. The 
Grace National Bank of New York is taking up part of 
the first maturity, and the Bayerische Hypotheken und 
Wechselbank, of Munich, is taking up the balance of this 
maturity and part of the second. These maturities are 
due respectively in May and November 1959, Both par- 
ticipations are without the Bank’s guarantee. 


International Commercial Policy and the GATT 


At the ministerial meeting held during the 12th Session 
of GATT, a committee consisting of representatives of all 
the Contracting Parties of GATT was appointed to exam- 
ine the provisions of the Rome Treaty for the establish- 
ment of a European Economic Community that are rele- 
vant to GATT, and to consider the most effective methods 
of implementing the interrelated obligations which gov- 
ernments have assumed under the two instruments. The 
committee is instructed to report to the ConTRACTING 
Parties, who will continue to give consideration to these 
problems. 

During the meeting, the representatives of many coun- 
tries expressed concern lest the implementation of the 
Rome Treaty by its 6 signatories might not intensify 
restrictions against the other 31 members of GATT. 
The two parts of the Treaty to which criticism was mainly 
directed were the provisions for agriculture and the pref- 
erential arrangements for the association of overseas ter- 
ritories with the common market. The Brazilian repre- 
sentative stated that the intensification of competition 
arising from the guarantee of preferences to the overseas 
territories of the signatories of the Rome Treaty would 
seriously distort the relations of economies, such as that 


of Brazil, with the highly developed countries included in 


The improvement of the Quito-Duran railway line is 
one of the most urgent needs of the Ecuadoran economy. 
This line carries most of the grain, petroleum, and other 
bulk goods needed in the interior and provides an outlet 
to the tropical coastal plain for agricultural produce from 
the Sierra. But there has been a continued deterioration 
in the condition of locomotives and rolling stock, result- 
ing in serious interruptions in the service. 


The Bank has now lent a total equivalent to $33.6 mil- 
lion in Ecuador. Two loans, amounting to $23 million, 
were made for the building of important new roads and 
the setting up of a highway maintenance program. Two 
others provided $10 million to expand generation and 
distribution capacity in the Quito area, where a severe 
power shortage has existed for several years. 


Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D.C., 
November 1, 1957. 


the common market. While recognizing that the Treaty 
had political as well as economic significance, the Aus- 
tralian representative criticized its agricultural provisions 
as involving a real possibility of an aggregation and inten- 
sification of the restrictive and protectionist practices of 
the signatories to the Treaty. The Uruguayan and the 
Chilean representatives also expressed anxiety with re- 
gard to the managed market for agricultural products 
envisaged in the Rome Treaty, which seemed likely to 
forget the interests of producers of similar products in 
Latin America. The representatives of the signatories to 
the Rome Treaty endeavored to meet these criticisms by 
pointing out, as the German representative did, that the 
expansion of world trade was a binding obligation for the 
members of the European Economic Community. The 
rights and obligations arising from previous bilateral or 
multilateral agreements with other countries were in no 
way impaired by the Rome Treaty. It was argued that 
most of the fears aroused by the Treaty related to the 
transition period. The liberal spirit in which the Com- 
munity was conceived and the individual interests of its 
members were, however, a guarantee that every effort 
would be made to lessen and eventually remove the diffi- 
culties that would arise during this period. 


At the same meeting, several ministers raised the gen- 
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eral question of the widespread use of protective devices 
in international trade in agricultural products. It was 
recognized that this protectionism reflects special prob- 
lems of a political, social, and economic character, and 
that there might be value in a thorough and objective 
examination of the trends and consequences of wide- 
spread agricultural protectionism, It has been agreed that 
these matters should be further considered during the 
present Session. 


Sources: European Office of the United Nations, Press 
Releases, Geneva, Switzerland, October 30, 
1957; The Economist, London, England, No- 
vember 2, 1957. 


Gold Price Movements 


Gold prices in Paris rose sharply in the latter part of 
October under the influence of the critical financial situa- 
tion in France and tension in the Middle East. In Lon- 
don, however, the dollar price of gold fell slightly, to 
about $34.97 per fine ounce. The main new market ele- 
ment responsible for this decline was increased offerings 
of Russian gold in Switzerland and other continental 
markets. These sales were not on the same scale as the 
sales of Russian gold in the first half of 1957—which 
are estimated to have amounted to about 200 tons—but 
they were considerably larger than at any time since May. 
Source: The Times, London, England, October 22, 1957. 


Europe 
U.K. Industrial Production 


In each month since May of this year, industrial pro- 
duction in the United Kingdom has been about 3 per cent 
above output 12 months earlier. After having been more 
or less constant in the last three quarters of 1956 and 
the first month or so of this year, the rate of output 
began to expand in March and April, although total pro- 
duction in those months was limited by strikes in the 
shipbuilding, and .engineering, industries. 

The Central Statistical Office expects the seasonally 
corrected index of industrial production for September to 
be 140-141 (average 1948=100), on the basis of infor- 
mation so far received. This compares with a provisional 
figure of 139 for August, and with the 1956 indices of 
137 for September and 134 for August. 

When production in the various industries in Septem- 
ber of this year is compared with that in September 1956, 
the motor industry again shows by far the largest increase. 
Output of artificial fibers and of sulphuric acid and the 
amount of electricity generated were all significantly 
higher than in September of last year. In general, the 
capital goods industries and those making durable con- 
sumer goods have substantially increased their produc- 
tion. 


Source: The Times, London, England, October 30, 1957. 


Change in French Exchange System 


After the introduction in August of the new exchange 
system in France (see this News Survey, Vol. X, p. 65), 
imports of commodities, particularly coal and steel, which 
were exempt from the import surcharge then imposed, rose 
considerably. Because of its participation in the Euro- 
pean Community for Coal and Steel (ECCS), France 
could not restrict coal and steel imports from other ECCS 
countries. In early October, the value of" steel’ iiipérts 
amounted to some F 5 billion per week, against a weekly 
average of about F 1 billion in the first half of 1957. 


Effective October 28, all imports, with one exception, 
were made subject to the 20 per cent surcharge and all 
exports to the 20 per cent premium. The one exception 
is imports of cereals hy the French Overseas Depart- 
ments (except Algeria) and Territories. At the same time, 
the remaining tax rebates and social security refunds for 
exporters were abolished. 


The effect of the changes introduced on October 28 is 
that, except for the aforementioned imports of cereals, 
all transactions in foreign currencies are now subject to 
a 20 per cent surcharge or premium and thus are in prac- 
tice effected at the rate of F 420 per U.S. dollar. ; The 
multiple currency aspects of the changes introduced in 
August have therefore been practically eliminated. 


Sources: Le Monde, Paris, France, October 24 and 29, 
1957. 


Export-Import Bank Loan fo Air France 


The Export-Import Bank of Washington announced on 
October 25 that it will participate with the Boeing Air- 
craft Company, United Aircraft Corporation, and three 
New York banks in financing the sale of 17 “707” jet 
aircraft, engines, and spare parts to Air France (Com- 
pagnie Nationale Air France). The total amount of the 
sale is $104.7 million, of which Air France will pay about 
$26.2 million in cash; the remaining $78.5 million will 
be financed over a period of seven years. In addition, Air 
France will purchase, to the extent of about $13.6 million, 
parts and spares from U.S. suppliers other than Boeing 
and United. 


The two major U.S. suppliers will carry for their own 
account about $18 million in deferred payments. The 
Export-Import Bank and the three commercial banks— 
First National City Bank of New York, Chase Manhattan 
Bank, and Guaranty Trust Company of New York—have 
agreed to finance up to about $61 million of the balance. 
The commercial banks will take $15 million for their 
own account, leaving the Export-Import Bank’s partici- 
pation at approximately, $46 million. The terms of the 
loan are in accordance with the pattern of financing 
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which the Export-Import Bank has followed in partici- 
pating with U.S, manufacturers in other aircraft sales. 
Obligations of Air France will be guaranteed uncondi- 
tionally, by the Republic of France. 


Source: The Export-Import Bank of Washington, Press 
Release, Washington, D.C., October 25, 1957. 


Changes in Belgian-Luxembourg Exchange System 


Recent developments in the Belgian-Luxembourg ex- 
ternal payments position have led the monetary authori- 
ties to amend the exchange regulations governing the use 
of the free exchange market. This market, which was 
established in 1951, was originally limited to the nego- 
tiation of banknotes, but later it was. ally extended 
STARS ¢ Maeber of ke Waneasies ‘Beporee i 
countries of the European Payments Union (EPU) were 
permitted to sell their foreign exchange proceeds in EPU 
currencies on either the free or the official exchange mar- 
ket, while proceeds from dollar exports could be sold 
only on the official market. Foreign exchange purchases 
by importers, whether of EPU currencies or of dollars, 
had to be made in the official market. Whereas inward 
capital movements in EPU currencies or dollars and out- 
ward capital movements in dollars were channeled 
through the free market, outward capital movements in 
EPU currencies could be made through either market. 
The free market system was intended to shield official 
reserves from the effects of capital exports to the dollar 
area and to reduce the Belgian-Luxembourg surpluses in 
the European Payments Union and their domestic infla- 
tionary impact. 

In 1957, there has been a marked deterioration in the 
balance of payments position of Belgium-Luxembourg; 
in the first nine months of 1957, these countries had an 
EPU deficit of $80 million, compared with a net surplus 
of over $200 million during the calendar year 1956. The 
gold and foreign reserves of the National Bank 
of Belgium fell from $1,177 million at the end of 1956 
to $1,063 million at the end of September 1957. In view 
of this deterioration, Belgium-Luxembourg on October 18 
took a number of measures to reduce the supply of EPU 
currencies in the free market. Under the new regula- 
tions, export proceeds in EPU currencies can no longer 
be sold on the free market and must be sold on the official 
market, while outward capital movements in EPU cur- 
renciés must now go through the free market. These 
measures have the effect of treating transactions in EPU 
currencies the same as those in dollars. Generally speak- 
ing, all current commercial transactions are channeled 
through the official market, while a limited number of 
invisible transactions, particularly from tourism, and all 
capital movements are confined to the free market. 
Capital exports remain unrestricted but must go through 
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the free market and hence cannot affect the level of of- 
ficial foreign exchange reserves. 
Sources: Agence Economique et Financiére and L’Echo 


de la Bourse, Brussels, Belgium, October 19, 
1957. 


Capital Movements in Switzerland 


Swiss loans granted abroad and foreign credits requir- 
ing authorization by the Swiss National Bank, which had 
totaled Sw F 518 million in 1955, amounted in 1956 to 
Sw F 387 million. However, the balance of payments 
record shows that in 1956 Swiss imports of capital ex- 
ceeded exports by more than Sw F 500 million. Net 
imports of private money amounted to Sw F 338 million. 
Part of the foreign holdings of Swiss banks and private 
individuals was repatriated, and mych short-term money, 
took refuge in Switzerland. . 
Source: Swiss Bank Corporation, Bulletin, No. 59, Basle, 

Switzerland, October 1957. 


Norwegian Shipping Earnings 


Net foreign exchange earnings of the Norwegian mer- 
chant marine in 1956 were NKr 2.9 billion (US$406 
million), a new high figure. In the first half of 1957, 
foreign exchange earnings amounted to NKr 1.7 billion 
($238 million) ; although some decrease is estimated for 
the second half of the year, total earnings for 1957 are 
expected to set a new record, 

The full effect of the present low freight rates have 
been felt by only about one sixth of Norwegian shipping. 
For about two thirds, the direct consequences have been 
very limited, owing to the fact that this part of the fleet 
was sailing under long-term charters. 

Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, October 24, 1957. 


Swedish Government Loans 


The Swedish Government will float three loans ‘in No« 
vember. One will be a ten-year SKr 150 million loan at 
54 per cent; the second will be a three-year loan at 4% 
per cent; and the third a five-year loan at 54% per cent. 
The amounts of the last two loans have not been made 
public. The three loans will be offered at par. 

Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, November 1, 1957. 


Finnish Price Freeze 


The Finnish Government has decided to extend from 
the end of October to the end of the year the price freeze 
that was introduced on September 16 in connection with 
the devaluation of the markka (see this News Survey, 
Vol. X, p. 116). 

Source: Norges Handels og Sjpfartstidende, Oslo, Nor- 
way, November 2, 1957. 
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East German Currency Exchange 


On October 13, the East German authorities substi- 
tuted for the currency in circulation at that time a new 
currency with an equivalent face value. Amounts up to a 
total of 300 East German marks per person were im- 
mediately exchangeable against equal amounts in the 
newly issued currency notes. Cash in excess of 300 marks 
had to be surrendered but was not immediately ex- 
changed. Special commissions were set up to decide later 
whether the excess funds had been both earned and held 
legally; these holdings would then be converted at the 1:1 
ratio. Special arrangements were made for residents of 
West Berlin who are employed in East Berlin. Savings 
accounts are to be converted in full at a later stage. 

The exchange operation provides the East German 
authorities with a detailed accounting of the money held 
by each citizen. Many residents, particularly farmers, 
artisans, and small businessmen, have kept considerable 
amounts of cash on hand which may, in many cases, be 
regarded as a total loss. Wage earners, pensioners, and 
members of the so-called technical intelligentsia have 
been exempted from the 300 mark limit. Those particu- 
larly affected by this unexpected operation appear to have 
been farmers who, legally or illegally, sold products after 
the harvest and retained the cash proceeds from their 
sales. 

Holdings of East German marks in West Berlin, the 
Federal Republic of Germany, and abroad have also been 
lost in the operation, but the total amount involved is 
not very large. Official West German estimates put the 
loss at about 20 million East German marks. The losses 
of refugees who still held such currency on the day of 
the exchange are believed to be small, but some public 
assistance is expected for hardship cases. 

Directives concerning the marks which were surren- 
dered in excess of the quota of 300 per person have not 
been published thus far. But the commissions charged 
with the investigation of the origin of these amounts have 
the right of seizure if “speculative origins” are indicated, 
and there is no right of appeal against such a decision. 
If there is no suspicion about the origin of these hold- 
ings, they will be released and returned to the holder. 
For the present, amounts up to 2,000 marks are being 
released, and there may be further releases later. The 
origin of holdings in excess of the amounts paid out in 
this connection will again be checked, and it is expected 
that these holdings, if found to be legitimate, will later 
be transformed into long-term savings accounts. Techni- 
cal workers and members of the intelligentsia are re- 
ported as being treated more liberally than other per- 
sons in this respect. 

The rate of exchange for the East German mark against 
the deutsche mark was again quoted after the conversion 
at the former rate of 4.50:1. A shortage of East German 
marks temporarily raised the rate to 4:1, but it is ex- 
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pected to decline again as more cash is issued in the 

Eastern Zone. 

Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, Oc- 
tober 14, 1957; The Wall Street Journal, New 
York, N.Y., October 14, 1957; Frankfurter All- 
gemeine Zeitung, Frankfurt am Main, Ger- 
many, October 15 and 16, 1957; Deutsche 
Zeitung und Wirtschafts Zeitung, Stuttgart, Ger- 
many, October 23, 1957. 


Middle East 


Oil Developments in the Middle East 


Crude oil reserves in the Middle East have been placed 
by World Oil at 148.3 billion barrels as of January 1, 
1957, compared with 133.3 billion barrels a year earlier. 
The estimated figure for total world reserves has been 
increased from 187.0 billion barrels to 207.5 billion. 
Thus, the share of the Middle East in total reserves as 
of January 1, 1957 was 71.5 per cent. Middle Eastern 
production, however, contributed 23.7 per cent of the 
world total, compared with 48.8 per cent for the United 
States. 

Two major developments in oil transport have been 
reported. Work on a projected pipeline paralleling the 
Suez Canal is expected to start soon. Various Egyptian 
agencies, including the Suez Canal Authority and the 
Economic Organization, will contribute 51 per cent of 
the capital, and the remaining 49 per cent will be cov- 
ered by foreign concerns. The Egyptian Government will 
receive 50 per cent of the gross revenue of the pipeline 
company which, with all its installations, will become 
Egyptian property after 12 years from the date it starts 
operating. The company will begin with the construc- 
tion of one line with a capacity of 50,000 barrels daily 
to be completed within a year at an estimated cost of 
LE 12 million. 

The conclusion of an agreement between the Turkish 
and the Iranian Governments to build a $500 million 
pipeline from the Qum oilfields to Iskenderun, a distance 
of about 1,000 miles, has been announced. This pipeline 
would have a capacity of 8-10 million tons per year. 
Source: Middle East Economist and Financial Service, 

Forest Hills, N.Y., September 1957. 


Egypt's Agricultural Trade 


Agricultural commodities represented about 84 per 
cent of Egypt's total export receipts and 21 per cent of 
the value of its imports in 1956. These percentages were 
slightly higher than the averages for the prewar years 
1937-38, when the export percentage was 80, and the 
import percentage was 14. However, the composition of 
agricultural exports has changed considerably. During 
the five years 1935-39, cotton exports averaged 1.7 mil- 
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lion bales per year, onions 130,000 tons, and rice 130,000 
tons; in the five years 1951-56, the average for cotton 
was 1.3 million bales, that for rice was 100,000 tons, 
and the average for onions was 170,000 tons. In contrast, 
during the forties cotton and onion exports were low, 
averaging 1.1 million bales and 55,000 tons, respectively, 
while rice exports were high, at 170,000 tons per year. 

The destination of agricultural exports has also changed 
considerably. Whereas in earlier years the United King- 
dom, France, and India were Egypt's largest cotton mar- 
kets, and Italy, Germany, the United States, and Japan 
were next in importance, in 1956 Czechoslovakia ranked 
first, taking almost 20 per cent of all cotton exports from 
Egypt. Altogether, countries in the communist bloc took 
42 per cent of total cotton shipments, compared with 12 
per cent in 1953. 


Egypt’s principal agricultural imports are wheat, to- 
bacco, and tea, which together accounted for about one 
half of all agricultural imports in 1956. Wheat imports 
from the United States, Syria, the U.S.S.R., and Rumania 
have increased considerably in recent years. Little change 
has been reported in the sources of tobacco and tea 
imports. 

Source: Department of Agriculture, Foreign Agricul- 
ture Circular, Washington, D.C., July 31, 1957. 


Egyptian-French Trade Agreement 


A trade agreement between Egypt and France, which 
became effective on August 23, provides for the exchange 
of LE 12 million (US$34 million) worth of Egyptian 
cotton for French products. In addition, the French 
Government has approved another agreement providing 
for the exchange of French wheat against Egyptian cot- 
ton to the value of F 3 billion (US$8.6 million). 


Source: Middle East Economist and Financial Service, 
Forest Hills, N.Y., September 1957. 


Grain Production in Iraq 


The Iraqi Grain Board estimates the barley crop for 
the crop year 1956-57 at about 1.3 million tons, of which 
the largest part is an exportable surplus. In view of the 
substantial carry-over of about 1 million tons from last 
year’s crop, the problem of disposing of the surplus 
remains acute. It is reported that an official approach 
has been made to the U.K. Government, with a view to 
promoting sales on the British market. The wheat crop 
this year has been estimated at about 1.1 million tons, 
about double that of last year. With local consumption 
at about 0.5 million tons, a large surplus is also available 
for export. During the last two years, Iraq has been a 
net importer of wheat. 

Sources: Middle East Economic Digest, London, Eng- 
land, October 4 and 18, 1957. 


National Income of Iraq 


Iraq’s national income, according to an estimate of 
the Government Department of Statistics, amounted to 
ID 292 million (US$818 million) in 1956. Agriculture 
contributed ID 70 million (24.0 per cent), the oil indus- 
try ID 78 million (26.5 per cent), other industries and 
construction ID 24 million (8.2 per cent), commerce 
ID 31 million (10.6 per cent), transport ID 11 million 
(3.8 per cent), government services ID 49 million (16.7 
per cent), and services and others ID 30 million. The 
per capita income was ID 53 ($148). 

Source: Middle East Economist and Financial Service, 
Forest Hills, N.Y., September 1957. 


Export-Import Bank Credit to Pakistan Airlines 


The Export-Import Bank of Washington announced on 
October 28 two credits, totaling $3.3 million, to Pakistan 
International Airlines (PIA), to assist in purchasing 
commercial aircraft in the United States. PIA plans to 
purchase aircraft, engines, and spare parts, at a total 
cost of $5,471 million, from two U.S. companies, Lock- 
heed Aircraft Corporation and Curtiss-Wright Corpora- 
tion. The two companies will participate with the Export- 
Import Bank to the extent of 25 per cent of the financed 
portion, the usual arrangement in this type of credit. 
The credit will be guaranteed by Pakistan’s Ministry of 
Finance, and it will be repayable in ten semiannual in- 
stallments commencing not later than September 30, 1958. 
Source: The Export-Import Bank of Washington, Press 

Release, Washington, D.C., October 28, 1957. 


Far East 
India’s Reserves 

The President of India issued an ordinance on Octo- 
ber 31, authorizing the Reserve Bank of India to reduce 
its sterling balances held in the Issue Department from 
a minimum reserve of Rs 3 billion (US$630 million) to 
a minimum reserve of Rs 850 million (US$179 million). 
Moreover, the Reserve Bank is now empowered to sus- 
pend, with government approval, even this minimum re- 
serve requirement in respect of foreign securities, for 
periods of six months at a time, which may, however, be 
extended for a further period of three months, subject 
to the condition that its gold reserves are not reduced 
below the present minimum of Rs 1.15 billion (see this 
News Survey, Vol. X, pp. 69 and 148). The President’s 
ordinance must be submitted to Parliament for approval 
within six weeks of its reassembly. 

As of October 25, Reserve Bank sterling balances were 
Rs 3,271 million ($687 million): Issue Department, 
Rs 3,117 million, Banking Department, Rs 154 million. 
Sources: The Times of India, Bombay, India, October 31, 

1957; The Financial Times and The Times, 
London, England, November 1, 1957. 
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India’s industrial Finance Corporation 


Addressing the ninth annual meeting of the Industrial 
Finance Corporation of India, the Chairman announced 
that, as of June 30, 1957, total loans and advances were 
Rs 219 million (US$46 million), against Rs 142 million 
($30 million) a year earlier, Disbursements amounted 
to Rs 98 million in the financial year 1956-57, compared 
with Rs 22 million in 1955-56. During the financial year 
1956-57, the Corporation received 67 applications for 
loans amounting to Rs 214 million, compared with appli- 
cations totaling Rs 277 million received in 1955-56. The 
decline in applications was due mainly to restrictions on 
the importation of capital goods required by industrial 
enterprises, and also, perhaps, to the rise in the prices of 
foreign machinery. Loans sanctioned decreased from 
Rs 151 million in 1955-56 to Rs 119 million in 1956-57. 

The Chairman noted that during all but one of the past 
nine years it had been necessary to request the Govern- 
ment of India for a subsidy, in order to finance the guar- 
anteed dividend on the Corporation’s share capital. He 
expressed the view that, owing to the sharp increase in 
income from investments, it would not be necessary to 
request such assistance in the current year. 

In the year 1956-57, the Corporation borrowed Rs 65 
million from the Central Government at 4% per cent 
interest per annum. The Corporation’s lending rate was 
increased from 64 per cent to 7 per cent, effective 
April 23, 1957, subject to the, usual rebate of 4% per cent 
for payment of interest and installments of principal on 
due dates. 

Sources: Government of India, Press Information Bu- 
reau, Press Releases, New Delhi, India, Septem- 
ber 27, 1957. 


Trade Agreement Between Ceylon and Mainland China 


A new trade agreement between Ceylon and Mainland 


China, valid for five years begifning’ 1958) was*signed’ 


on September 19. It provides for the sale of 30,000 tons 
of Ceylonese rubber to China and the purchase by Ceylon 
of at least 200,000 tons of rice from China. China will 
also grant Ceylon assistance valued at Rs 15 million per 
year for the replanting of rubber trees. In return, Ceylon 
will permit China to boost as much as possible the sale 
of Chinese goods among private enterprises in Ceylon. 
Indications are that rubber will be sold at Singapore 
prices, and rice at the prevailing Burmese prices. 

Source: Ceylon News, Colombo, Ceylon, September 26, 

1957. 


Thai Prohibition on Imports of Grey Cotton Shirting 


Thailand’s Ministry of Economic Affairs has an- 
nounced that the import of grey cotton shirting, formerly 
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permitted on a limited basis, was prohibited as of Au- 
gust 22. The prohibition is designed to protect the 
country’s domestic weaving industry. ' Three textile- 
weaving plants in Bangkok employing about 1,500 work- 
ers were reported to have closed before the ban was 
announced, and a large number of other plants were in 
financial difficulties because of competition from im- 
ported grey shirting. 
Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., September 23, 1957. 


Inventories in Japan 


The Japanese Ministry of International Trade and In- 
dustry has announced that, as a result of the Government’s 
tight monetary measures, producers’ shipments in‘ August 
were less than in July, and therefore their inventories 
showed a further increase. Stocks of industrial raw 
materials, on the other hand, remained almost unchanged. 


The increase in inventories of industrial products 
amounted io 4.8 per cent, and the index of stocks of min- 
ing and manufacturing industries combined reached the 
high figure of 204.7 (1950=100). Generally speaking, 
however, the rate of inventory expansion has tended to 
decline in recent months. This is attributed to a curtail- 
ment of production in order to counter mounting inven- 
tories. Among mining products, stockpiles of nonmetallic 
minerals and coal increased in August, while stocks of 
metallic minerals, crude oil, and natural gas decreased. 
Inventories of manufactured goods except ceramics and 
rubber products expanded. The outstanding increases 
were in inventories of iron and steel goods, nonferrous 
metal products, machinery, paper and pulp, and chemical 
and leather products. 

The index of stocks of industrial raw materials in 
August, at 292.7 (1950=100), was only 0.2 per cent 
higher than the July index. Inventories of imported raw 


matérials fell only ‘slightly, by 0.4 per cent; the August | 


index was 460.5, which was substantially above the 

August 1956 index. 

Source: Bank of Tokyo, Weekly Review of Economic Af.- 
fairs in Japan, Tokyo, Japan, October 26, 1957. 


Activities of Export-Import Bank of Japan 


Loans approved by the Export-Import Bank of Japan 
in September totaled ¥ 4.8 billion, against ¥ 5 billion. 
in August. The September loans were for financing 
exports, such as ships to Denmark and Liberia, rolling 
stock to Peru ‘and Brazil, and electrical machinery to the 
Philippines and Mexico. No approval was given to loans 
for financing imports or for overseas investments, or to 
loans to commercial banks for the guarantee of credits 
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extended. The outstanding loan balance of the Bank at 
the end of September amounted to ¥ 63.8 billion. 
Source: Bank of Tokyo, Weekly Review of Economic 


Affairs in Japan, Tokyo, Japan, October 27, 
1957. 


Latin America 
U.S.-Latin American Trade 


U.S. exports to Latin America in the first half of 1957, 
at $2.3 billion, were 20 per cent above those in the first 
half of last year. The increase resulted mainly from 
shipments of capital goods to the area. Vastly increased 
U.S. investments together with the area’s high earnings 
in 1956-57 have stimulated U.S, exports of capital equip- 
ment. ‘Notable in this connection are supplies for the 
petroleum industry of Venezuela and for the mining in- 
dustries of Brazil, Mexico, Peru, Chile, and Cuba. 


In contrast, U.S. imports from Latin America in the 
first half of 1957 were only 1 per cent greater than the 
$1.9 billion of a year earlier. Petroleum imports rose by 
one third, but coffee imports declined by 12 per cent. 
Source: Department of Commerce, Press Release, Wash- 

ington, D.C., October 25, 1957. 


U.S. Farm Surplus Agreement with Mexico 


The United States has agreed to sell $28 million of 
surplus corn to Mexico for pesos. The agreement, involv- 
ing approximately 500,000 tons of corn, will help to 
reduce substantially the U.S. surplus and also will benefit 
Mexico, which has a short crop this year.. (Since Mexico 
has already purchased substantial quantities of corn for 
dollars, it is expected that total shipments received from 
the United States in 1957-58 will reach 900,000 tons.) 
Of the total pesos accruing under the agreement, 25 per 
cent will be set aside for loans to private U.S, and Mexi- 
can business firms; 48 per cent will be loaned to the 
Mexican Government for economic development projects; 
and the remainder will be used by the United States for 
agricultural marketing development and to finance other 
U.S. programs in Mexico. The agreement is the first to 
be negotiated since the U.S. Congress, on August 13, 
extended Title I of Public Law 480 (The Agricultural 
Trade Development arid Assistance Act) with an addi- 
tional authorization of $1 billion. 

Under the Cooley Amendment to Public Law 480, the 
25 per cent of pesos to be loaned to private business in 
Mexico will be administered by the Export-Import. Bank 
of Washington. The Bank may lend the pesosjto. U.S. 
firms for business development and trade expansion in 
Mexico, or to either U.S. or Mexican firms, to, expand 
markets for and the consumption of U.S.. farm products, 
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Loans must be mutually agreeable.to the Export-Import 
Bank and to the Mexican Government. The law prohibits 
loans for' the manufacture of products to be exported to 
the United States in competition with products produced 
in the United States. Maturities of the loans will corre- 
spond generally to those used in the Bank’s dollar loans 
to private borrowers. The loans, made and repayable in 
pesos, will bear ‘interest rates similar to’ those charged 
for comparable loans in Mexico. 


Sources: Department of Agriculture, Press Release, Oc- 
tober 23, 1957, The Export-Import Bank of 
Washington, Press Release, October 30, 1957, 
and Department of Commerce, Foreign Com- 
merce Weekly, November 4, 1957, Washing- 
ton, D.C, 


ma waa 


eats ahiemenes eben ate 


According to an Executive Decree of October 31, 1957, 
proceeds from all Nicaraguan exports except coffee and 
cattle will be converted at the official buying rate of C$7 
per U.S. dollar. As a result, the scale of rates for cotton 
exports, and the spread of 40 centavos per dollar prevail- 
ing for minor exports, have been eliminated. 

Source: La Gaceta, Diario Oficial, Managua, Nicaragua, 
October 31, 1957. 


Ecuador's Foreign Trade 


Ecuador’s exports in the first nine months of 1957 were 
valued at $71,619,000, $7,875,000 more than during the 
corresponding period of 1956. Ecuador’s imports in the 
same period rose by $6,586,000, to $69,471,000. 

Source: Ecuadorean American Association, Inc., Bulle- 


tin No. 37, New York, N.Y., September- 
October 1957. 


Uruguayan Exchange Market 


The Bank of the Republic of Uruguay on October 17 
temporarily suspended operations in the official exchange 
market for transactions other than those related. to ex: 
ports. The measure will affect primarily sales of exchange 
to pay for essential imports that are subject to the rate 
of Ur$2,10 per U.S, dollar. 

According to the official announcement, the main rea- 
sons behind this measure were therefusal of wool pro- 
ducers and dealers to sell their stocks for export markets 
at present prices and the fact that the country is well 
supplied with foreign goods imported through the official 
market; hence no inconvenience will be caused to the 
population or to industrial activity.” 

Source: El, Bien Piublico..(Weekly Airmail Edition), 
Montevideo, Uruguay, October 22, 1957. - 
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Banking Reform in Argentina 


The first major reform since 1946 of the Argentine 
banking system has been announced. As of December 1, 
commercial banks will receive deposits on their own ac- 
count, and a new law will come into force restoring to 
the Central Bank its powers to influence the money and 
credit markets. On that date also, the accounts between 
the commercial banks and the Central Bank will be set- 
tled. If a commercial bank is a debtor, its indebtedness 
will be transformed into ordinary rediscounts in the 
form authorized by the new charter of the Central Bank. 
If the commercial bank is a net creditor, the difference 
between existing deposits and rediscounts cannot be util- 
ized for granting new credits unless Central Bank author- 
ization is received. This prohibition will be in force for 
24 months. At the same time, in order to prevent an 
inordinate credit expansion by institutions with excess 
reserves, the Central Bank is empowered to establish mini- 
mum reserves for banks or groups of banks in addition 
to those required for the banking system as a whole. 
Since 1946, deposits in the commercial banks have been 
nationalized and held on account of the Central Bank, 
which is equivalent to a banking system with 100 per 
cent reserve requirements. 

The present industrial bank is to be changed into a 
development bank which will have the same right as a 
mortgage bank to sell bonds in the market, in order to 
finance its operations. Also, the government debt to the 
official banks will be consolidated in the Central Bank. 
Source: La Nacién, Buenos Aires, Argentina, October 24, 

1957. 


Other Countries 


Interest Rates in New Zealand 


Following a decision of the Associated Banks of New 
Zealand, bank overdrafts for the post-shipment finance 
of wool now carry interest at the rate of 8 per cent; the 
new rate became effective on November 1. Early in 
September (before the Bank of England had raised its 
discount rate from 5 per cent to 7 per cent), the Asso- 
ciated Banks had advised the wool trade that overdrafts 
used for this purpose would bear 6 per cent interest. 


The increased rate is in line with that advised pre- 
viously, that is, 1 per cent above the Bank of England 
discount rate. Because of the disparity between rates of 
interest ruling overseas and in New Zealand, there has 
been an increasing tendency to seek finance in New 
Zealand instead of arranging requirements overseas, as 
formerly. 

Source: Reserve Bank of New Zealand, New Zealand 
News Review, Wellington, New Zealand, Octo- 
ber 26, 1957. 
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Central Bank for Nigeria 


The establishment of a central bank for Nigeria is 
advocated by Mr. J.B. Loynes, an adviser to the Bank 
of England, in a report, “Establishment of a Nigerian 
Central Bank, the Introduction of a Nigerian Currency 
and Other Associated Matters.” The report recommends 
that the value of the Nigerian pound be fixed by law at 
par with sterling and that it be redeemable against sterling 
at any time. The Nigerian central bank should have 
first-class and liquid assets, which must include ample 
sterling reserves. Although, as a national institution, the 
bank would be owned by the Federal Government of 
Nigeria, it should be allowed to operate independently. 
The report was prepared at the request of the Federal 
Government of Nigeria. 

Source: The Financial Times, London, England, Novem- 
ber 1, 1957. 


Fund Alternative Executive Director 


U Tun Thin, formerly Professor of Economics at the 
University of Rangoon, has been appointed Alternative 
Executive Director of the Fund for Burma, Ceylon, Japan, 
and Thailand, effective November 1, 1957. He succeeds 
Mr. Prayad Buranasiri. 


Fund Transactions 


The record published in /nternational Financial Statis- 
tics, November 1957, shows that in August Chile pur- 
chased US$12.3 million from the Fund, Japan purchased 
US$50.0 million, and Paraguay purchased US$2.0 mil- 
lion. The Chilean and Paraguayan purchases were made 
under stand-by arrangements. The Chilean arrangement 
was originally concluded in April 1956 and then ex- 
tended for one year from April 1957, and the Paraguayan 
arrangement was concluded in July 1957. 

Honduras repurchased in August the equivalent of 
US$2.5 million, which it had bought in February 1957; 
thus the Fund’s holdings of lempiras were reduced to 
75 per cent of the Honduran quota. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 


quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained free of charge by applying to 


The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N. W. Washington 25, D. C. 





